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PROGRAM OVERVIEW

Maryland’s Biotechnology Investment Tax Credit program provides income tax credits for
investors that invest in Qualified Maryland Biotechnology Companies (QMBCs). This tax credit
program was enacted in 2005 to offer incentives for investment in seed and early stage, privately-
held biotech companies. The program was funded as of July 1, 2006 and each subsequent fiscal
year through 2010 in the amount of $6,000,000. Program fiscal years 2011 through 2013 funding
increased to $8,000,000. Fiscal Year 2014 program funding increased to $10,000,000. In fiscal
years 2015 and 2016 the program received appropriations of $12,000,000.

The value of the credit is equal to 50 percent of an eligible investment made in a qualified Maryland
biotechnology company during the taxable year. The maximum amount of the credit cannot
exceed $250,000 for qualified investors and the maximum amount of credit for total investors in a
QMBC cannot exceed 15% of the program’s fiscal year funding.

The total amount of Final Tax Credit Certificates issued in each fiscal year cannot exceed the
amount appropriated to the reserve fund in the State budget. All applications are reviewed and
approved by the Maryland Department of Commerce (COMMERCE) on a first-come, first-served
basis.

Qualifications

> A Qualified Investor is an entity who invests at least $25,000 in a Qualified Maryland
Biotechnology Company and that is required to file an income tax return in any jurisdiction.

» A Qualified Maryland Biotechnology Company is a company that: (1) has its headquarters and
base of operations in the State of Maryland; (2) has fewer than 50 full-time employees; (3) has
been in active business no longer than 10 years (up to 12 years if in the process of regulatory
approval) and once certified as a QMBC, a QMBC may remain eligible for qualified
investment for up to 10 years; (4) does not have its securities publicly traded on any Exchange;
and (5) has been certified as a biotechnology company by COMMERCE.
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Applying for the Credit

At least 30 calendar days but no more than 60 calendar days prior to making a qualifying
investment, the investor must complete and mail the Maryland Biotechnology Investment
Incentive Application Forms to COMMERCE. The completed application includes both investor
forms (Form Al, A2 or A3) and the Maryland Biotechnology Company Form (Form B). Only
mailed applications are accepted and the use of a courier service is encouraged. Electronic or
faxed applications have not been accepted. Complete forms must include all information
requested. Incomplete applications are rejected.

1. Beginning June 1, 2015, completed applications with all attachments were accepted at the
COMMERCE (ATTN: Tax Incentives) offices located at World Trade Center, 401 East Pratt
Street, 17th Floor, Baltimore, MD 21202. A User Name and Reference Number were issued
within 48 hours, except applications received after June 26, 2015 had a User Name and
Reference Number issued after July 1, 2015.

2. The second step of the application process - the electronic filing process - started at 9:00 am
EDT on July 1, 2015, required the registration of a User Name and Reference Number through
the website located at www.mdbiotaxcredit.org. Submission order of the applications was
determined by “first-come, first-serve” based ONLY on the electronic submission of the User
Name and Reference Number. No physical application was filed for purposes of the ordering
of first-come, first-served.

Certification Process

Applications are reviewed and approved based on the first-come, first-served order. Applications
and proof of investment forms are reviewed by a reviewer who is a member of the Biotechnology
Investment Incentive Tax Credit Committee. The application and proof of investment forms are
then presented to the Committee for action during meetings held each week. The Committee is
comprised of COMMERCE professional employees with expertise in biotechnology, venture
capital funding, business law and taxation.

Upon approval of an application, COMMERCE then issues an Initial Tax Credit Certificate
certifying the amount of any approved tax credits to a Qualified Investor or offer rejection. After
COMMERCE has issued an Initial Tax Credit Certificate the investor has 30 days to make an
investment in a QMBC. Within 10 days of making an investment in a QMBC the investor shall
provide written notice with supporting documentation to COMMERCE. If the investor fails to
provide notice of investment to COMMERCE within 40 days after the issuance of the Initial Tax
Credit Certificate COMMERCE rescinds the certificate. Based on the actual amount of an
investment made by the investor COMMERCE issues a Final Tax Credit Certificate to the investor.
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Initial Tax Credits can be rescinded due to the fact that the prospective Investor decides to invest
less than the amount originally applied for or decides not to invest at all. Tax credits go back into
the program for rescinded initial tax credits; therefore, more initial tax credit certificates have been
issued.

The order of the initial tax credit certificates, after approval of the application, has always been on
a first-come, first-served basis. Submission order of the applications will be determined by “first-
come, first-served” based ONLY on the electronic submission of the User Name and Reference
Number. No physical application can be filed for purposes of the ordering of first-come, first-
served.

Applicants are made aware that all information submitted in or accompanying an application may
be subject to the provisions of the Maryland Public Information Act (Md. Code, State Government
Article, Title 10, Subtitle 6, Part IIT) and to the provisions of Md. Code, Tax General Atticle, §10-
725(h).

BIOTECHNOLOGY INVESTMENT INCENTIVE ACT ACTIVITY

Beginning on January 1, 2015, COMMERCE received a total of 216 applications for the
Biotechnology Investment Incentive Tax Credit. Of the 216 applications received in 2015 and
twenty-one applications from calendar year 2014 on a waiting list pending tax credits, 211 resulted
in the issuance of Initial Tax Credit Certificates. Maryland residents accounted for 74 applications;
134 applications were from out-of-state residents; and three applications were received from
International jurisdictions. Six applications were rejected for various reasons, including letter of
withdrawal and failure to meet the criteria for a QMBC as determined by COMMERCE. Fifty
applications issued an Initial Tax Credit Certificate were rescinded. Thirty-two applications issued
an Initial Tax Credit Certificate are pending final approval for Tax Credits. Additionally, ten
applications are on a waiting list pending availability of Initial Tax Credits.

Over the last ten years, the program has been highly successful in attracting $145 million dollars
in total capital investment into QMBCs. For the calendar year 2015 a total of $16,953,273 in
Initial Tax Credit Certificates were awarded. This amount must then be reduced by $5,242,313 to
account for rescissions of Initial Tax Credit Certificates and further reduced by $669,599 to
account for differences in amounts actually invested by Investors in QMBCs. In addition,
$2,133,050 in Initial Tax Credits issued during the third quarter 2015 are pending review for Final
Tax Credit Certificates. Therefore, the amount of Final Tax Credit Certificates awarded during
calendar year 2015 is $8,908,311.

Of the 23 QMBCs to receive investments through the program during calendar year 2015, five are
located in Baltimore City, two in Baltimore County, three in Frederick County, one in Howard
County, and 12 in Montgomery County.

Page | 3



CALENDAR YEAR 2014 SURVEY RESULTS

The Department of Commerce (COMMERCE) analyzed data from businesses that received
investments through the Biotechnology Investment Tax Credit Program. Of the 26 Qualified
Maryland Biotech Companies (QMBCs) to receive investments through the program in 2014, 14
are located in Montgomery County, 7 in Baltimore City, 2 in Baltimore County, and one each in
Anne Arundel, Frederick and Howard County. Tax credits totaling $9.6 million were awarded,
leveraging over $18 million in investment. To date, the program over the last nine years has
been highly successful in attracting $121 million dollars in total capital investment into QMBCs.

The 26 QMBC:s to receive investments through the program responded to a survey regarding
calendar year 2014 activities. The survey included questions about how the investment was used
and additional financing leveraged.

Employment:

o 26 QMBCs report a total of 226 Maryland-based employees and 236 total employees, for
an average of 8.6 employees per company.

o The average salary of company employees for the QMBCs was $102,000.

e 12 companies reported using the investment from the Biotech Tax Credit to hire a total of
35 new employees.

» 23 of the 26 companies projected that they would create jobs in the next 12 months, for
up to 84 new jobs, an average of 3 to 4 new jobs per company.

Investment and Activities of QMBCs

o 7 QMBCs used the investment from the Biotech Tax Credit to purchase equipment
totaling $321,400.

* 9 QMBCs used the investment from the Biotech Tax Credit to conduct clinical trials.

o 21 QMBCs used the investment from the Biotech Tax Credit to conduct research and
development including pre-clinical research and new product development.

» 15 QMBCs used the investment from the Biotech Tax Credit to secure intellectual
property protection. Activities include filing new U.S. patent applications, legal fees for
patent litigation and international patent applications.

e 6 QMBCs used the investment for marketing activities including exhibiting products at
scientific conferences.

¢ 11 QMBCs used the investment for other expenditures, renting office space, expanding
lab space, consultant fees and administrative services.

Page | 4



Leveraging Capital

15 of the 26 QMBCs reported that the investment from the Biotech Tax Credit program
allowed them to leverage additional capital.

7 companies reported raising a combined total of $20.6 million in venture capital.

9 companies reported raising a total of $6.9 million in non-venture and public private
equity.

2 companies reported securing a total of $300,000 in loans and $2.8 million other capital.
In total, the companies reported raising over $45 million for operations and development.

9 QMBC:s reported revenues for 2014, totaling $12.9 million.

20 QMBC:s reported receiving over $104 million in grants. These include federal grants,
university awards and TEDCO.

5 QMBC:s reported receiving $21 million in Federal SBIRs.

23 of the 26 QMBCs reported extensive relationships with universities and federal labs in
Maryland including The Johns Hopkins University School of Medicine, University of
Maryland Baltimore, UMBC, UMB and Towson.
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